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ABSTRACT • I . . . . . * • 

In 1971, a U.S. Census of Housing surveyed t^he 
financing of homeowner-s and rental properties,, including 
- charactCTistics of mortgages, properties, and homeowners. Data were 

obtained on places located outside Standard Metropolitan Statistical 
• Areas ($MSA) pind in places of less than •10,P0O population, and oii 

rural areas located outsid§ SMS:A's. These area, classifications were 
' considered as. being close approicimations* to the yrural area" defined 
in the 194,9 Housing Act.- Areas classified a^s'^SMSA^s were considered 
proxies for lyrban areas. To determine rural^-urban dif ferences,^a * 
comparativ'^ analysis was , made of 'da,ta -cont'^ained in the survey on 
credit terms .and usage in^ SMSA^s, in non^-SMSA'^'s, and in places of 
less than 10,000^bpulation and jru^al areas located within the z' 
^on-=^SBSA counties. Analysis, showed home buyers, in rural areas paid 
^itgher interest rate^on conventional mortgag^^had shorteiy 
repayment periods, and had fejier choi&es of JL^rders. Yet, credit 
conditions did improve during the; T960»s.in rural areas. Savings and 
loan associationfey ^the major hom^" m6r|tgage lenders, became more 
active in rural areas. They held 35 percent of the first mortgages iri 
1971 as compared with 23 percent in '1960. Expansion of activities by 
FederaSk^agencies in* rural area;^ tended to narrow the gap be^wetta the 
percentage of loans guaranteed . and insured in rural areas as compared 
to'' metro are^s. (Author/NQ)^ ' . . ^ 
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• • ABSTRACT ' . ' » K' 

Analysis of 1971 census data on existing mortgages shows home buyers in , 
rural areas paid hl^er interest rates on conyeiftional mortgages and had shorter . 
repayioent perio'ds tlian did their urbaa counterparts, ' They also had fewer choices 

^ of lenders. Even spy it appears credit conditions did Improve during ,thg 1960 *s. 
In rural areas. Savings and loan assoclatioi^Sy the major home mortgage lenders,^ 
became more active in rural areas. They held 35. percent of the first mortgages , 
In 1971 as compared with 23 percent ^♦WSO. Also, .Federal agencies, particu^ 

^ . larly Farmers Home Administration, expanded itctivj. ties in rural areas. This 
expansion tended to narrow the gap between the perc'^tage of loans guairanteed 
and Insured* in rural areas as compared to metro areas. • * ' i 

^ < ^' ' ^ . ^ - ^ . ' 
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. ■ ; Hld^IGHTS . ■ . - 

The latest Census of Housiug survey shows that credit terms on.ong-unit 
property mortgages were higher and credit"^ usage was smaller in nonme^ro t^han 
in metro^ areas in 1970* AlsoV the more rural porMon of nonmetro areas had 
higher. credit terms and less credit. ^age than tl^ remainder of nonmetro areas* 

1 , * • V/^ • ^ \ 

On. conventibnkl loans, the median interest *rate was 6.6 pejcetit^ln nonmetro 
areas compared to^6«0 peKcept i-n metro dreas* Terms of loans were shorter for , 
borrowers located outside metro^^areas; the median was 19.4 years in the more 
rural 'sections, 20.3 in nonmetro areas as a whole, and ?5.3 inside^ metro areas, 
in nonmetro regions, about half of zhk owners .of oixe-unlt properties had a 
mortgage at the time of the census survey, compared with approximately twoj^ 
thirds in metro areas. For those properties acquired from 1965-71, the percent 
mortgaged at the time of piirchaae was 71 percent Un the. rural nonmetro sectors, 
74 'percent 'Itn nonmetro arefe, and 87 percent in'metro areas. ^ 

Fewer mortgages w^re insured by a Federal agency in nonmetro than in metro 
areas. In 1971, only 24 percent of the loans in the rural portion of nonmetro 
regions and 27 percent of the loans in* nonmetro areas were guaranteed or in- 
sured by a Federal agency« In comparison, 42 percent oi the laans^ in metro 
. areas were guaranteed or insured. ^ " ' 

Loan terms and interest rates on loaris guaranteed by Federal agencies 
wgre not significantly dif^rent between nonmetro' atfd *metro areas. - 

Few*owners with' a ibrtgage had incomes less than $4j000 In 1970.^ This 
was true in nonmetro as well as metro areaa. Se3J0a'Verceitt of the owners had 
incomes less than $4', 000 in nonmetro areas, compared to 3*6 percent in metro 
^areas'. • ' ' , . ' ^ , * > 

The purchase pr^e-income ratio was conserv^ative in both nonmetro and 
metro areas* The median r^tio of income to purcmse price on all mortgaged 
properties purchased from 1967 to 1971 was 1.6 times annual income in 1969* 
The ratio was slightly lower in nonmetro areas* 

Loan delinquency rates were higher in noTjunetro areas* The preport^ion 
delinquent four payments or more in nonmetro rural sectors was 1.8 percent as . 
compared with ^^out 1 percent inside metro areas* * 

It appears credit terms in rural areas have been improving when ^compared 
to metro areas. * Studied in 1960 shq^ved a jiarked lack of credit inatitutions 

"Tin rural areas. In 1971, this situation apjpearcd to be changing and improving 
as savings and loan associations, which specialize in long-term home .mortgages, 
moved ah^ad of commerctal bahks as'th^' leading source of home mortgage credit 
for rural borrowers. S&L*s held aibout 35 percent of the first mortgages on 
one-unit, homeo\^er properties in 1971 Compardd to 23 bercent in 1960. Rural 
borrowers* reliance on individuals for home mortgages^ dropped sharply from 21 
percent in 1960 to less than 11 percent in 1971. Also, Federal agencies, 
particularly FmHA, have become more '^ctirve in rural^ areas ^provicftng more. home 

I mortgage loans to low- and mod€f^te-income families unabld to obtaiti credit 
elsewhere. ' i * , • 
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^ DIFFERENCES; IH HOUSIfJG CREDIT TERMS AND USAGE BETWEEN 
METRO AND NONMElifeO AREAS IN THE 'UNITED STATES, 

1971 '\ ^ ' 

- ... -J 

. ■ ' > . ^ ' ' ■ 

...•Hughes H. Spurlock^ ^^c^ .. _ ' 
, Ecorfomic Developnie'nt Division 
' Economic Research Seirvice 

^ • ... INTRODUCTLON' 

Coustructittg,, ,re?K)delihg, aad financixl^ homes are basically, private sector 
activities in the UMte4 Sta'tes^ Thus, pjiblic policy has been directed ^toward 
helping the private se<5tor serve as . large ^* part of the total need as possible. 
Governmental help has been focused on aesicting^and improving the role of pri- 
vate' credit in financing home buildtog and improvements. ^ ^ 

The importance of ntortgage ^credit in financing the constructing, remodel- 
ing^ and marketing of housing is* demonstrated by th^ expansion of credit during 
the 1960*0 when cons true tion^ costs increased, markedly. American families owed , 
about $30^.bllliojj In home mortgage debt in 1971* compared to $144 billion. a 
decade^ar!keiv (8, ^ lA . . ' 

Adecfuate mortgage Credit is basic to home construction and Improvement. 
Studies have^shown rural families have .not, in the past, obtalnejj private 
mortgage ><y:edit on as^ favorable terms as have their urban counterparts (4, 6^, 

"U^ 13) . This may have geixerated the higher incidence of substandard housing 
in. rural areas (If 2). Information is needed on the extent to which this credit 

.inequality still persiists lietween rural and urban areas to help administrators 
and policymakers evaluate current programs^ and plan nqw ones. 

.... . ^ 

There are many definitions of a rural area. Titl^ V px the. Housing Act ^ 

^of 1949 carries the most appropriate for malcihg rural-urban housing credit 
dotoparisons. Thi9 Act, as amended, defines "rural" or "rural areas" as being 
open country, or. any jlace, town, village, or city which it not part of or 
associated^with an urban area and which has a population not in excess of 
10,000, if it is rural in character, or has a population in excesis^of 10,000 
but not in exceds of 20,000 and (a) is not located with£& a Standard Metropol- 
itan Statistical' Area (SMSA) 2/ and (b) has a serious lack of mortgage 



1/ Underscored numerals fa parenthesis refer to references on page 21. 

2/ An SMSA, as defined ^at the time of the 1970 Census, generally consisted 
of a bounty or grouivof contiguous counties cc^ijtaining at least one city of 
50,000*iSAabitants or more, or twin .cities with a combined population of at- 
leAst .50,000. ^In the New England States, SMSA's consist o:^ towns and cities^ 
^stead^of counties* - ' ' * 
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credit, as detennined by the. Secretly .o^ i^gricultu^e and the Secretai^ of Hous- , 
ing ani^rb^ Developm'er^t. The sectibn of the Sefinitioji dealing witK peaces 
from JLO,000 to 20,000 .population was added by t}ie Housing oS 1974; \ 
* • ^ < \ . )^ * ' ; ^ • 

In IWI; a U.S. i Census of Housing [sufere^ed the financing of ^om^owner and * 
rental properCii,^?, .including characteristics *o£ mortgages,, properties, and home- 
owners' ,(9) . Data on^ ihe particular |i4:e rural place as 4ef in^d in the Housing 
Act were not provided* But datja were ohtai^ed on places located outside SMSA's 
and :^n places ^ less thaji 10, 000 population, aid on rural areas located outside* 
SMSA*s* These-area clas^fications.are consi4ered as'being close approximations 
to the ''rural ^rea" defined.'in ,the 19A9 Housing- Act^ . Also^ areas classified as 
SMSA's.are considered ?roxi^ forurban areas, -Therefore, to determine if there 
were niral-urban differ^jahes, ^ c&aiiarative an^lyais was made ^ of data fontained 
in the census Purvey on credit^ terms and usage in SMSA's, in nog-SMSA*s, alad in 
places of less than 10,000" population and rural areas located within the Aon- 
-SMSA, counties Data u6ed applies to first mortgages on one-unit homeowner 

properties a94 exclude farm Rousing* * ; 

' ^ \ ^ ' - SMALLER PROPORTION OF RORAL PROPERTIES ' ' . » 
^ ^ Q - HAD A ftORTGAGE 

In^norr-^g^A's, .about half o£, the owners of onerunlt properties had a^-iiiart- ^ 
-gage at the time the c^us survej^ was made, compared to apprpxlmately two- thirds 
ijx SMSA's* Only 47 percent of the homeowners in places of under, 10,000, popu- 



lation Md a' mortgage liable 1) 

^ , . ^For those pr( 
" tldie of purcl^ase 
^ss than 10,000 



ertieB'acWred in 1965-d971, tl\e percent mortgaged at^the' 
K 74' percent for non-SMSAls,- and 71 perceilt for places with 
opulation. compared to 87 percent 'for SMSA's (table 2). 

RATE OF INTEPST ON UOME MORTGAGES - 
HIGHER^IN RlfflH AREAS ' 



The .interest rate affects borrpi/ers in'majot waysW In considering a loan, 
srs take Ynt(i account the app^cant*fe income and may use a "thumb rule'' th^t 



lenders take -int^ , . . 

loan payi^ents,^ of which interest id A large item, should not exceed 20 to 25 



0. 



Ta^le 1 — ^Mortgage atajbus^of one-iinit,^^ homeowner properties, by location 
of properties, 1971 r' t 



Mortgage status 



Location of properties 



•SlJSA's 



Non-SMSA's 



Less thaiT' 10 , 000 . and 

; rural in n&n-SMSA 's_ 
==1 — \ — . 



Mortgaged • 
Not mortgaged 



f ^6.2 
: 33.8 
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percent of hou8efiol4 income. High interest rates increase monthly payments and 
often result in the lender having to turn <}o\ . the' loan .application l)ecause of 
the applicant's insufficient income. 

The interest rate on conventional home mortgages is higher in rural areas 
than in urban areap. On conventional loans » the median interest rate was 6«6 
percent in both non-SMSA*s and in places with less than 10,000 population as 
compared with 6.0 percent In SMSA areas in 1971 (tablp 3). 3/ 4/ 

Table 3~>fedian interest rate oh various types of first mortgage loaivs on 
• ' one-unit homeowner properties, by location of properties., 1971 



•Type -of first 
* mortgage loan 


Location of properti^es 


: SMSA's 


; Non-SMSA's 


:Less 
: rural 


than 10,000 and 
in non-SMSA's 






Median interest- 


rate 


» 


FHA-insured 
loans 


\ 5.8 


5.7 




lib 
5.7 

• 


VA-guarai;iteed ^ : 
^ loans „ ' 


\ 5.4 


• 

5.5 




5.5 , 


Conventional 

loans : 


6.0 


6.6 

V 




6.6 



* Source: (9) . 



On* government-backed loans, rates were about the same in both SMSA*s and ^ 
non-SMSA's. However, a smaller proportion of rural loans were govexriment backed. 

, A^istributi'on of first mortgages outstanding in 1971 by interest 'rate paid 
shows slightly more than. 27 percent of hom^omers located in non-SMSA's and ^bout. 
r25 percpfit or those located in pllces of lees thaaaO,000 population* were paying 
less than 6 percent interest^ In' comparison, about 45 percent of /5wners living 
Inside 'SMSA*^^w,ere paying^e^s' than" 6 percent Interest (table 4). 



• Y'EARS to REPA^ the LOAN'SHORTER-IS-'RUI^L AREAS 

^ ,The length of the mortgage life, together wifhthe interest rate, largely 
deterinii\e /the amount of monthly paydents on amortized mprtgages.. Years-to- 



3/ The median. is the middle value in a distribution. I.e., the^ median divideS 
the distribution d.nto two equal parf s; one-half of the cases fall below the 
median and one-Jialf of the' cases exceed the median. 

4/ Included in conventional mortgage^ are housing loans made directly by t|ie 
. F§4eral Housing Administration" (FHA), the Veterans* Administration (VA) , th^ 
, Farmers Home Administration (FmHA, U.S. Dept. of Agr.)j or any^other Federal, 
* State, or local govfernmenf agency as the lender.. 



/ 



'* TabljB 4~l)ist;ributlon of first mottgage loans on one-unit'/ homeo^er ^^t 
• ^ \ ^ properties, by interest rates paid ^nd'bjr location 'ot properties, 



f _ ' *IntereS.t * „ [ 
. " * : rate , . ' [ 


i . " 

* -SMSA's 


t : ■ 
: Non-SMS4^ 

' .'V 


;Le9s^than 10,000 anS 
;,rural in non-SMSA's * 


' V i 


V , 


Percent 


• > 


Less man 6 ' : 
V percent ^ ^ : 


■44.7 > 


• 

27.1 


; ^ ■ ♦ j24;6 f ^ •' 


6 percent - ' : 

»» 4 


21.0 

■ * m 


*2^9 


T 27. 'jO '■i' 


More than 6 ^ 3 
/ percent » : 


> • 

34.3 . 

1 


46.0' . : 


• • 

48.4 



Source: (9). 

maturity are shorter on loans^c^* propertied located outside SMSA's. The median 
•was 20.3 years'^ for hdme^buyers qutside of ^MSA's and 19.4 years for places of 
less than ^,000 and rural compared with 25. 5, years for ihsidfe-SMSA locations- { 
(taible 5). About 25 percent of horn mprtgage* loans in non-SMSA's and 28 per- 
cent of those in places of less. than 10,000 and rural were for less tha^ ^2 ^ 
year,8, compared witlj 7.8 percent Inj SMSA's.*" V % • 

. ^ \ ^ ' ^ 

Rural borcpw^rs who obtained the government-insured and/or g,uaranteed loans 
i;4ceived longer maturity terms thai^ did conventional borrowers (table 6). Ther^ 
■ was only a slight difference between Yhe t^rms on •government-backed mortgages 
by location of properties. / 



LOAN-TO-PRICE WIO. SIMILAR IN 
_ ' • * " RURAL* AND URBAN AREAS / • 

,\ . • • . 

^Differences ia the amount of dowhpayment needed to purchase a home in one 
area as compared to another may ca^se d^-ffeSTences in the use of home mortgage 
• credit. Credit studies- in. the eatly 19^0's showed that the downpayment require- 
V ment in 3?iral areas was. higher ^han in urban areas (5,, 6, jjl»'^12, 13)* For all 
first «prtKaftes existing on one-unit properties in 1971, th3ce was no significant 
difference in the loan-to-price ratio between ruif;^l and urban areas (tablaJ7) 
For non-SMSA*s, place's of less than lOjOwTpbpulaJtion, *and Jnside;, SMSA's, HKe 
median rat'lo was about "85 percent. • - . 

/ 

. HIGHER PERCENTAGE OF RUR^ MORTGAGES HELD ^ 
BY THE MORTGAGE ORIGINATOR ^ 
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Originating, then selling mortgages, whether done by, portgage companies, 
commercial banks, real estate dealers, or others enables local areas to tap 
outside poo^s of credit. This practicie helps mortgage^^unds to *flow from' one 
sector to aiiother. The direction of* the flow mdy indicate better investment 



•H"' • N Table S—Distributioa of 'first" mortgage icans^ij 'one^jimi't, Iwjmeovta^r. 
: ^ ' ''.propAties, by Vears-to-aaturjity of ' loans aifd by locatlon^f, 

-Drooerties. 1971 . - . ' ' f 



•properties, 19 7i 



» } 



* Years-to-xnaturity 
of flrstiiQort^gages 




Location o£ properties 



' • I 

Less than 10,000 and 
rural .in' non-SMSA' s 



Le98 'than 12 years , , 


) 1 ( 


* * 


^ S ■ , 1 I 

•Percent 


J \ '-=—ir 




-.7.8 


. . •. 36.9' 


.28.1 


is to 22 years 




26.8 ■ , 


^36 


23; years or faore. 






■ 36.4 / 


32.8 

» 


No stated teis^ 




1.9 


2.2 T ■ 


.2.6 








Years 




ftedian 

* \ 

^ . 




25.5 

% 


20.3 . •■ ' ' 

r » / 





Source: (9) • 
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Table 6~The median years- fctf4iaturity of various types of loans on one^ria.tl ^ 
liomepwner properties, by location of properties, 1971 

^ ' ^ ^^^ ^ 



' ^ Type of first 
mortage loan 




FHA-insured 
loans • 

VA-guaranteed 
loans , " ' 

Conventional 
loans 



Lo^tion of properties 

^ 



! , -Lfess than,ip,00a^ 

SMSA' s 'Nbn-SMSA« s i^^^ ^^^1 Tin 



Median years'-toiaaturity 



• 29.3 



J 

29.4 y 
21.1 



29.4 
29.5 
22.2 



. 28.8 
28.4 



28.7 



28.0 



17.8 



V « 
* 



Source': (9) . 
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Table 7~Didtribution of one^-dait, homeowner properties, by loan-rprice 
^ ratios and/by location'of prop^rtie/i 1971 . ; ' ' 

^ - 1 - — . — ■■ — — -4 



.Loaa-price 
. ratios 



Lfes^l .than 50 •'■^ 
percejit 

SO to pertient 
, 60 to b9'*percent 
. 70^ to 79. percent 

80 to 89 percent 

90 to 94 percent, 

* 95 to ^9 portent 

* 100 percent / 



Median 



Location of properties 



\ 



SMSA's 



Non^SMSA's ' 



*Le8S than. 10, 000 ^nd 
•ru^al itf non-SMSA's^ • 
/ 



Percent 



> 



• -5.3 
5.4 '/ . 

10.4- <- •■ 

18w2 ' 

■20.1 

11.9 
^ 14.9 

13.8- 


..5.6 , 
5.2 
, 10. 4< 
J.6.0 
• /19.4 
11.5 
12.7 
19,2 ^ 


\5^.9~- 
5.7 

. • 10.4 
* ( '.16.7 , 
^ .18.7 - 
' . . 10.7 
^ 11.7 • 
20.2" 




iiatio ' 




' 85.0 


§6.0 , 





4 



Source: 
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oppoltunities. There ie some evidence that urban' credit institutions make more 
' use of this practice. % •* " ^ * * * 

In areas' outside of sIlSA's ^nd places J)f less than 10,000tpopulation, 78 
percent of t)ie .mortgages were held by the originator. In comparison, of the ^ 
mortgages held on ^pperties Ipcated ina^dfe of SMSA's, 67.5 percent were held ^- 
by £he originatp^ (table 8). ^ . , * ' V 

. • ^ • - 

. ' • ^WHO HOLDS THE MORTGAGES? , . ' - 

The mortgage border is the firm, organization, instittrtion, or person with 
a>legal right to intc^^st and principal due on the mortgage. A holder "acquires 
the mortgage by originating the mortgage directly "with the' borro^r or by pur- 
chase froQ someone else. While the holder may or may not have originated the ■ 
mortgage, Sie holder is .the permanent source of the mortgage fijnds . ^ ^ 

• . .N \ . • • 

Holders of -Biortgages arf* not evenly located throughout the Nation. Koi;. do 
they have the same proportion of their funds Invested in residential real estate. 
A'distribiition of first saoftgage* holders indicates a marked difference in the 
types of lenders servicing borrowers in noh-SMSA's-'^ompared- to §MSA's '(table 9) . 
ComneEcial banks held 23.6 percent of thejsortg^es in non-SMSA's and 14.5 par- 
^ cent in SMSA'.s. Mutual savings jianks held 8.2 pertent of the JLoans in non-SMSA s 
co6parV to 16.0 percent in SMSA's. Savings and loan associations (S^^I/s) Held ^ 

•• K • ■ ■ " i r ' . 
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Table 8— •Distribution of one-unit, homeowl^r properties by holder's^ 
. ^ method of acquiring mortgages and ^ location, of properties,^ 1971 



\ ' Holder me the d, of 
M acquiring xlrst 
mortgage 



Location of - properties 



Inside SMSA^s 



Outside SMSA's 



[Less, than 10,000 and 
'rural in non-SWSA's 



OriteLnated by 
holder . , 

Purc^hased frota 
pre5.ant servicer 

Purchased from - 
someone else 

ilott reported ^ 







. * Percent 


67.6 -V 




78.2 


f 






22.6 




14.6 




4 


• 


8.4 




•5.6 


Ji.4 




1.6 



79.0 
'5.5 

^ i.s; 



Source: (9)< 



"about the same percentage of loans in both areas. W.ife Insurance companies 
were^much more active in SftSA's than in non-SMSA's', Direct lendtfig by Federal 
, agencies was more pronotmced in non--SMSA's thtm in SMSA's. . / 

^ Ther6 are marked jiiff^renbe^ in the loan terms on e^^istlng mortgages held 

T>y the principal lenders betweeif aon-SMSA's ^d SMSA's. The median interest 
rates, on loans held by Commercial banks and S&L's wereNnarkedly higher in non- 
SMSA's^than in SHSA's.^ Also, tfie period to repay was^ longer la SMSA's thon in 
non-SMSA's. The loan-price ratios differ l^y ty^of 3,enderi but tjoX by location 
Commercial ^^anks lent a smaller proportion of the purchase price^ than did any . 

^ other lend"^ (t^le 10). * * " . ^ ^ * ^ ^ 

Because oz the marked differences in loan terms of mortgages held by differ 
ent institutional leaders and differences iq their location, a more detailed 
analysis of jkach type of lender was ujiade. 5/ - * ' ^ " 



Ccyme.rclal Banks or Trust Companies . ^ ^ ^ • . • 

Commercial banks are tl\e most widespread, type of lending institution in the 
country. About 98 percent of tlie counties had .baijks with deposits in 1972 
(table 11). Those counties showing no bank deposits were mostly classified as 
100 percent rural . • . .* 

Commercial bankd engage in aj^de range of lending activities, including: 
the handling of commercial and industrial loans, checking aci^ounts, personal 



5/ Descrlptions'i^gi^ mortgage hold^s w^re taker^ or abstractred from (9) . 



loans, sWinW accounts, time .depbsits, and residential loans. With m^ny other 
^calls' for cre^X^i hojne mortgage loans, may make up only a small part of" the -banK 
Ijiuslness. • . ' - 

• Nearly 26 percent of thfe holne' mortgage debt against properties located in 
places of less than 10,000 and rural located outside. SMSA's was held by commer- 
cial banks (see table 9). In hon-SMSA»s,- banks held 23.6 percent of the number 
of leans. In S^A's, however,- the percentage was much smaller— 14.5 percent. 
In summary, rural households depend mere heavily on comiaercial banks for home 
mortgage loa^s than do their urban counterparts. However,, commercial banks in 



-Table ^-Distribution of one-unit < homeowner properties, by type of mort- 
^ ■ gage holder and by location of properties, 1971 - 

% 



Type ofC' / 
mortgage holder 



Location of properties. 



SMS A 'is 



Non-SMSA*s 



'Less than 10,000 and 
'rural in non-SMSA*s 



} 



Percent 



Commercial bank or ] 
ttust company j 


14.5 • 


23.6 


25.8 


Mutual savings bank * 


16.0 


8.2 

f 


8.0 , • 

4 


Sayings and loan ] 
association 


• 38.3 


36.6 ' 


« 34.9 


Life insurance | 
^ company 


; 11.7. 


5.7 


3.6 


ii^^tgage coDipany 
Federal agency 
Federal Natio-^al 


1.2 

• • 2.6 . 


1.6 
7.7 i/ 


2.0 

9.3.i/ 

■i 


Mortgage 
Association ' 


; . '5.^ 


2.7 


1.9 


Individual or 

individual's 
• estate 




• 

1 ' ■ 10.1 


10.8 


Otuer 

1 — — ^ — 


l * 4.4 


3.8 . 


3.7 



Source: (2) • ' 
- 1/ Hpider is mainly FmHA, 



Table 10— MeddLan interest rate^ terms, and loan-price ratios for mortgages 
•on gne-unit, homeowner properties, by type of mortgage holders 
and by location of properties, 1971 





Location of nronprHiaft 


^HoJWer of 

first nJortgage 
• 

♦ * 




SMSA'a 




' Non-SMSA's 




•Median : 
J interest: 
\ rate : 


■fjedlan ' 

terms * 
• 


lioan.- 
price 
r^tio 


•Median- . : 
J interest: 
- rate : 


• 

Median 

• 

• 


Loan- 
pijice 
tatip 




: Percent 


Years 


Median 


Percent 


. Years 


Median 


Commercial bank or 
trust company 


\ 

\ 6.0 


22.2 


■ 79 


6.7 


'13.6 


• 

78 


Mutt^al savings bank*^ 


: 5.6 


28.2 


86 


- 6.0 . 


25.8 


86 


Savings and loan 
association 


; 6.0 


24.6 


'80 


6.7 


26.6 


82 ' 


Life insurance- company ] 


: 5.5 


27.1 


83 • 


/ 


86, 


Mortgage company ^ ] 


! 7.0 


28.4 ^ 


tl6 


6.0 


10.5 


96 


Federal agency " 


5.9 


29.7 


96 


5. -2 


27.7 


97 


Federal National \ 
Mortgage Association \ 

Real estate or con- * 
•^structJjDH com|»^ny * 


/ 
6.7 


30 
23.9 


97 
95 


^ 6.0 


30 
> 


98 . 

• 


Individual or * 
individual's estate * 


6.0 


15.9 


88 


"^6.0 ^ 


12.2 


• 

91 


Other * 


5.7 


27.2 


87 


6.0 


15.2 


85 



Soux'ce: (9). 
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1970 held a smaller percentage of home loans in rural areas than in 196b • In 
• I960, commercial banks held 34 percent of the fijst mortgage loans .in rural 
areas'^' (3) • ' . . ' 

A' lending institution in strong finantfiLal position .must have a {Prosperous 
resource base ^rom which to obtain large amounts of investment funds. This 
baser IS" often weaker in rural areas compared t^more prospeijous' urban locations. 
Per capita b'ank deposits ^Increased as the proportion that th^ county was urban 
incfeased, rising from $1,415 in^all Burai counties to $'7,855 in all urban ^ 
counties. Per capita time deposits padalieled demand deposits but were much^ 
smaller amounts. Per dapita^time deposits varied ftom ^$748 in all rural counties 
to $3,276 in all urban counties (table 12). ' > ^ 

Commercial banks and Individuals are the only ^source of nongovernmental 
^tgage credit close at hand in many of the more rural counties. Often, the ^ 
iral banks are small and^ have alternative investment opportunities other than 
to invest in long-term residential mortgages which h^ve low liquidity* This may 
account for the markedly higher mortgage terms in rural as compared with urban 
areas. * . , ^ v 

Savings and* Loan Asaociatio^s . * N» 

S&L's are the leading source of home mortgage credit in both urban and rural 
locations; their percentr of all mortgages held is increasing. S&L*s held 23 
pfercent.of the first mortgages on on^unit, homeowner properties located in rural 
counties in 1960 (3) . In 1970', they held about 35 percent of the mortgages in 
places of less than 10,000 population and rural in non-SMSA's. S&L*s are 
slightly more active fh urban areas than in rural, holding abou.t^38 percent qf 
the home mortgages in SMSA^s locations in 1970.' ' ^ ' 



s 



The lack of access to S&L*s, which specialize i^ long-tern residential home 
.mortgages, is a drawback to those rural borrowe/s without this type of lender . 
nearby. S&L*"s are not nearly so widely disbursed over the country, as are con^- 
mercial banks. About half of the counties did not show deposits in S&L associ- 
ati6n9 headquartered within their borders in 1970 (table 13) . 

Mortgages held by S&L*s in SMSA^s had lower interest rates and longer 
amortization than did mortgages held by^ such associations in non-SMSA's. This 
^^^^y b^e caused by loweif'per capita deposits in rural than in urban counties. 

'Average per capita deposits in S&L's'did not increase as much as dii bank 
deposits when the percent pf population classified as urban increased. Per 
capita deposits ranged from $298 in 100 plerceht rural counties to $1,171 in the 
i:o tally urban counties • ' - ^ 

Mutual Savings Banks 

— = > 

Mutual savings banks, located principally in the New England States, New 
York, and Pennsylvania, accept savings deposits only, these banks held about 
16 percent of the mortgages in SMSA^s. They. held 8.2 percent of th^ mortgages 
in non-SMSA*s and 8 percent in places less than 10,000 and rural located in non- 
SMSA's. These banks were offering about the same mortgage terms in both rural 
and urban areas. X ' 

12 " ' 
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Life Insurance Companies .... 

Life insurance companies held 11 percent of the mortgages in SMSA's, only 
* i.6 Hiercent of the debt against properties located in places of less than V),OOQ 
and rural, and S.Kpercent in non-SMSA's as a whole. Although life insurance 
companies are n6t playing a major role in financing housing in^ral areas, they 
appear to be offering about the same loan terms in bot"h rural am urban areas . 

Mortgage Companies 

Mortgage companies are primarily originators of mortgages which they sell. 
Mortgages held by such companies represent those feebly made and not yet sold J 
as well as those in which mortgage companies had invested their own funds. 
Consequdntly, the . percentage of mortgages held was not large in either SMSA's, 
or non-SMSA's -^ind. places of less than 10,000 and rural, ranging between l^and 
' 2 percent of the total. \ " " 

■ * V 

Individuals v^»,' - . ' 

Tne individual or individual's estate mortgage category (see tahle 10) ex- 
cludes individual's estates being kdministejed as trust **accounts by commercial 
banks. Such bank-administered accounts are shown under the "other" category. 

Th9 individual mortgage fundiprovider is about twice as impoirtant in rural 
as injurban areas. In areas of less thpn 10,000 pqpulation and rural, 10. / 
percent of the mortgages were held by either an individual or an individual s 
estate as compared with 5.9 percent in SMSA's. The. percent of lo^ns held by 
- Individuals in rural 'areas has apparently decrease^, markedly in rece% yea^s. 
Ina960, individuals held 21 percent of* the mortgages in rural counties O) • n 

m * » • ^ 

*Some of this type of mortgage credit ^x^-sts becatise of. the l4ck of adequate 
sources of credit within the area. The seller is forced %o offer x:redit or not 

. sell. In other instances, the seller may want the mortgage' afe an investment. 
The interest r^e and years- to-maturity wet«i not much different oetweeu non- 

, SMSA's and SMSA's. ' The median number of.ye^^rs to maturity of th^ mortgage was 
considerably less than that offered by other lenders — 15 years or less . 

' ^ a . - < 

b federal Agencies ' * " - 



The Goviarnment National Mortgage. Association (GKMA) purchases^ mortgages 
injured by FHA or guaranteed or insured by VA on specified types of hpusing™ 
mainly "lousing foi: low and moderate income families, cooperative projects, and 
other special purpose housing fol: which regular mortgage^Tiarket, financing is 
inai^iequate. GNMA also holds mortgages acquired from the Federal National Mort- 
gage^ Association (FNMA) as a result of assuming that agency's management and 
liquidation functions (see FIMA description below). * , \ 

\ ' * ' • . ' / 

VhA becomes the holder of (1) mor.tgSbges made in connect:^on with the sale 
of properties acquired by FHA from lenders, or (2) mortgages assigned by' lenders 

' ' ' s - 

15 




to FBk as a result of irremediable borrower default, of FHA- insured mortgages. / 



The Department Housing and Urban Development (HUD) is the holder of 
record fpr mortgaged macfe under Section 202 of the Housing Acj(:' of 1959, Senior 
Citizen's Housing, direct loans, and those* made in connection with sales of 
residential properties, previously owned by other FedeYar agencies. ^ 

VA holds mortgages made undeif its' direct loan program and mortgages pade 
in connection with the sale of properties acquired by VA'from l^'ders because 
of Insoluble borrower defaults. • , 

J'SmA, also known as "Fanny Mae," is a^Gtovemment-sponsored organization 
vhich buys aj^d sells FHA-insured, VA-guafanteed, and (recently) conventional 
mortgages to Improve distribution of mortgage .funds and to encourage the con- 
struction of housing. * ^ * . . 

FmHA has the ma jo^ responsibility for Federally-assisted 'housing programs 
for low and moderate income rural families. It has a wide range of housing 
programs such/as ownership loans, rural rental loans, farm labor housing loans, 
and housing repair loans. 6/ ' * 



' f FEWER MORTGAGES INSURED BY 

A FEDERAL AGENCY*, IN RURAL AREAS 
^ 6 . 



Fewer mortgages' were Insured /Or guaranteed by a, Federal ag<?ncy pi nonmetro 
compared to metro areas* • In 1971 J only 24 percbnt 'of the loans In thi .rujbal 
portion of non-SkSA's. were insured or guaranteed by a Federal agency. In com- 
parison, 42 percent of the loan's in SMSA*s were ^ar^nteed or insured (table '14), 

Lenders differ markedly bdtween rural and metre) areas in their use, of 
federally-insured mortgages. Commercial banks insured 12 percent of th^ir loans 
to borrowers in rural areas compared] to 37 percent inside §MSA*s. S&L's in- 
sured 9 percent of ^heir loans, in rural areas < compared to 21 percent in SMSA 
areas* Life insurance companies insured 77 f»ercent of their loans in rural areas 
« but only 63 percent J.n areas wit|iin SMSA*s, ' ^ 

, Becaufie of the extreme varlatidil between len^ers^ the mix of major lenders * 
explkins pa^t of ^ the nomaetro and metro differences. For example, commercial 
banks, §|tL's, and individuals combined held^ore t;han 70 per'cent pf the loans 
on Ifroper.ties outside of StISA*sV and 71.5 percent o^^the mortgages in places 
of less than 10,000' population located outride SMSA^s. The same three types 
of lenders heltl 58.7 percent 6f the/mortgages on properties locate<i Inside 
SMSA*s. .Of the mortgages' held by this group of lenders, 11.6 percent were in- 
sured or guaranteed by VA or FHA on properties ^o^ated outside SMSA*s. F^r, 
areas of 10,009 population and rural, the percent Insur^ or guaranteed dropped 
to 8.5 percent. But inside SMSA*^, 23*0 percent of these mortgages were in- 
sured or guaranteed, r , ' 

6/ Becaiise FmHA-held mortgages were too few to be tabulated separately, such 
mortgages were Included under conventional/mortgages. ^ 

^ , 16 . • • 

' , . 0021. '^ • • 



AMOUNT OE' first MORTGAGE SMALLER IN RURAL AREAS 



Mortgages ate smaller In r«r^ areas, . About 47 percent of the mortgages 
on properties located" outside o^^SA'"s and nearly 50 percent located in places 
of less than 'IQ.OOO population and rural were for under $10,000 (table 15). , 
For properties located inside SMSA's, only about 25 percent were stoaller than 
$10,00G. Properties inside SMSA's showed a median of $13,500 compared to $10',$00 
'foe non-SMSA's. In areas ,of less than 10,000 and rural, the median was $10,000, 
The smaller size of mortgages reflects lower valued properties in rui^l areasJ 



^ ■ 



Table 14— Percent of loans insured by VA and FHA on. first mortgage, one- 
unit homeowner properties, by t;ypes 6f mortgage holders and by 
, ' * location of properties, V^ll 



•Type of ■ ' • 
mortgage holder! 



SMSA's 



Location o f propertie s * 

Less than 10,000 and 
rural in non-SMSA'^ 



Non-SMSA's 



Percent of total ; Percent of total .percent; of total loans 
loans^lnsured by ; loans^insured by ^^^3^^^^ by VA & FHA 



trust company 


' ^ 37.4 , 


^ 16,. 1 


11; 8 


Mutual savings bank , 


64.2 ' 


' 45.8 


39.3 


Savings and loan 




11.8 


■ 8.8 


association 


; 21.4 


Life insurance 








J ' company 


: 62.8 


73.3 


'77.1, 


^Mor.tgage company 


: \ 6719 • • 


17.4 


.12.9 . 


** • 
Federal agency 


• 1 ' 1/ 

: 67.4 - 


12.0 2/ .. 


6.4 ^/ 


Otljer 3/ 


: 45.2 ■ 


25.2 


14.8 


. Total 


; 41.7 1 ^ 


* '27.4 


24.0 



Source : 



(9) 



1/ T^ie "difference between this number and 100 percent is the portion of direct 
loans held mainly by FHA and VA, 

2/^ The difference between these numbers ^d ,100 percent; is the portion 9f 
loans mainfy held by FmllA, „ • 

3/ Includes retirement funds; State and.loc^l governments or private pension 
system;' nonprofit organizations; insurance companies; trust accounts admiriistered 
by a bank; and holders who do not fit in the specified categories. 
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■ BORROWERS » INCOMES LOWER IN RURAL AfeEAS " 

^ ^ ' \ • < . . 

The median income of owners in non-SMSA*s was $10,700 compared to $12,1600 

in SMSA's (table 16), Median Incomes in the more rural section of non-SMSA^s 

($10,'300) were slightly lower than in^non-SMSA's . 

' Very few owners\with a mortgage on theiV pfopertie^had an income below 
$4,000 in 1970. This was true in non-^§MSA's as well as- SMSA's. Seven perqent 
of ^the owners had -incomes of less than $4,000 in non>-SMSA's compared ti^ 3.6 
percent in SMSA's. /? ' " 

PURCHASE PRICE-IfifcOME RATIO CONSEI^ATIVE C ' ' . 
IN feURAL AND U&BAN AREAS J * ^ * 

' The purchase price-inpome raAo is conservative in bo.th urban and rur|ii 
areas* The ratio of the purchase price to annual houseliold income provides d 
rough guide as to the amount a family can afford to invest ip housing. A wide^Iy 
used thumb rule Is that the purchase price should not exceed 2.5 times annxxal 
income. But, the median ratio of income to purchase p/ice on all U.S. mortgaged 
home .Moperties purghased Jrom 1967 to 1971 was 1.6 times annual income (table 
'17). ^e rajtio In non-SMSA*s was 'slightly lower than in SMSA^s. 

Only 14 percent of the borrowers purchased a tiojne valued jnore than 2.5 ' 
times their Inc^toes. The percentage wKo purchased a home valued more than 2.5 
times their incomes was lower in n^-SMSA*s than in ^^A's. • 

T^bler 15 — I^istrlbution of the counts of first mortgage loans on one-unit, 
^\ homeowner p^opertl^es, by ^location o:& properties, 1971 ^ ' ' 





Location of properties 


, Amount of first 
mortgage loan 


\ SMSA's 


: Non-SMSA's ' 


'Less than 10,000 and 
1 rural In non-SMSA's 






Percent 


It 


. Less than $5,ap0 
§5,000 to $7,499 : 
$7,500 to $9,999 
$10, 000 to $12,499 : 
$12,500 to $14,999 
$15,000 to $17,499' ! 
$17,500'to $19,999 : 
$20,000 to $24,999 : 

■ $25,^000 to $29,000 ! 
$30«006 or more : 


I 4.2- * 

. • 8.^ 
: ^12.8' 

17.7 
: 16.4 ' 
,13.7 
8.7 
10.4 
4.3 
3.6 


14.5 
15.7 
16.6 
17.6 
12.6 
' 9.3 
4.9 
5.4 
2.0 
1.3 


*• ' . 
. ^ ' 16.9 
16.6' 
16.0 

17.0 • 9 

12.3 

' 8.9 

4.4 

4.7 

2.0 

1.2 ■ 






Dollars 


■• I • 


Median : 


13,500 


10,400 


• , 10,000 



Source. (9) • 
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. However/ a single yearW Income has lliDltatlons f8r ^mea^uring ability^ to 
^ pay and capacity for qualifying for a loan. Household income may be abnprmally 

higher for the year in. which the data were obtained. AJso, income^ may have 
* dncreasea from 1967 to 1970. Nor dods it take iYito ^account other assets that ^ 

may serve as seciHrity for the loan or savings jadfequate for ^ l^rge downpayment. 

- LOAN DELINQUENCY RATES LOW IN-)rURAL AND URBAN ArIeAS 

Of the^ first inortgages on one-unit^ homeowner properties localfedr inside 
^ SMSA*s, .a* S! percent were delinquent orie to three payments. Less than 1 percent* 
.were delinquent on four payments or more. This compa^res with the ^higher figure^* 
of 5.1 percent of the borrowers located in non-SMSA!s being delinquent one to 
three payments, and with 1.7 percent being de'iinquent by four payments or more . 
(table -18). , ^ ' 

It appears most loanp made in SMSA*s as well as non-SMSA'*s are being re- 
paid on schedule. / The sliglftly higher delinquency rate in non-SMSA*a th^n in 
SMSA*s may^ reflect greater variations In monthly incomes in "rural than in jjrban 
ar^as. . * * • ' , # . • 

The siqali percentage of delinquencies may reflect conservative lending 
ptactices^vand careful screening of applicants."^ Also, the low delijiquency rat*e 
among all porrowers may indicate the prosperSus condition of the eponomy at thg 
^tlme the aata were obtained. ^ 

Table 16 — ^Distribution of household incomes ot bbrrowets who own mortgaged 
one-unit properties, by location of properties, 19t^l ' 



Distribution of 
household incomes of 
borrowers in 1970 1/ 




Location of pirOpertiea 



Less than l0,00t).and 
rural in non-SMSA*s ^ 



■Less than 
$4»000 to 
$6,000 to 
$8,000 to 
$10,000. to 
$12,500* to 
$15,000 to 
$20,000 tc< 
$25,000 or 



$4,000 / 
$5,999 
$7,999 
$9,999 
$12,499 
$14,999 ' 
$19,999 
$24,999 
more 



Median 



^'3.6 
5.0 
8.5 
11.6 
20.6 
14.8 
19.5 
8.5 
7.9 



12,600 



Percent 

7. a 

8.5 
13.0 
16.1 
20.8 
12.2 
,14.2 
»4.2 

3.9 . 

■ Dollars ' 
10,700 ' 



7.9 
9.5 
13.5 
16.3 
19.8 
12.1 
13.5 
■4.1 
3.3 



10^300 



Source; (9). 



1/ Respondents wqxe asked to report on annual figures for .the past '12TmDnth 
periods It is believed that, in most cases, income for 1970 was Reported. 
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fable 17— Distribution of one-unit, homeowner properties, by purchase' price- 
income ratios and by location of properties, 1971, ,. ' « 



\ # Purchase *price- 
income ratio ^ 




Location of properties 



,,w«.t * ' >^88 than 10^000 and 
Non-SMSA s ^ ^f^iral in non-SMSA's 



\ 



Les^ than 1.0 

l.p to 1.4 

1.5 to 1.9 

2.0 to .2.4 

2.5 to 2.9 

3.0 ti> 3.4 

3.5 to 3.9 . 

4.0 <ir more 



Median 



10. 
29. 
29, 

1, 
3 



6* 
6 
0 
3 

,4 
,5 
,3 
,3 



f 


Percent 




f ■ 


20.5 


20.^6. 




. 28.1 


27.4 




?5.6 : 


25.0 




• 13.0 >j . 


' 13.2 




6..2 


6.6 




2^2 « 


i.6 


1.2 


1.5^ 




3.2 


3.1 










Ratio 


1.5 




• 1.5^ 



Source: (9). ' " , 

Note: Properties acquired by purchase, 1967 to 1971. 
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Table' 18— Distribution pf one-unit, homeowner properties, by current status 
of mortgage and by location of properties, 1971 . ' 



Current status of : 
"first mortgage 
payments \ 


— — '-TT ~ NT 

Location of propertie3 


SMSA's- \ 


! Noti-SMSA's ! 

» 


Less than 10,000 and 
rural in non-SMSA*s 


Current or ahead of ] 
schedule ] 

Delinquent 1 to 3 
payments 

Delin^quent 4 pay-* ' • 
" mehts or more 

-S 


Percent . 

- 95.3 93.2 92.8 ' 

:( ■ . 3.8) \' 5.1 . 5.4 

\ - ^ • Z . 

' .9' . 1.7 . 1.8 •^ 

; • \ * 

t . 



Source: (9). 
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